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KEY ECONOMIC INDICATORS 
(Money Values in $US Millions Except as Noted) 


% Change(1) (2) 
1981 1982 "81-'82 1983 
Income, Production and Employment 
Gross Domestic Product (Current (3) 
prices, factor cost) 75,196 67,248 = ES 73,629 
Gross Domestic Product (1975 (3) 
prices, factor cost) 36,391 28,764 -1.2 27,464 
Gross National Product (Current 
prices) 77,427 70,354 N.A. 
Gross National Product (1975 prices) 37,038 28,544 N.A 
Gross Fixed Domestic Investment (3) 
(Current prices) 22,442 20,434 21,482 
Government Consumption (Current (3) 
prices) 11,508 11.3077 12,969 (3) 
Private Consumption (Current prices) 43,427 40,595 45,285 
Population Est. (000's) ‘4) 28,700 29,400 30,100 
Per Capita GNP ($US) (5) (6) 2,697 2,393 NA. gy 
Manufacturing Index (1975 = 100) 135.6 432.1 . 123.0 
Mining Index (1975 = 100) (5) (6) 111.5 108.4 108.77) (&) 
Non-Agricultural Employment Index (7) (8) 
(1975 = 100) ZLLS5 TLE<9 ‘ LIO<2 


Money and Prices (7) 
Money Supply (M1) 12,993 12,075 14,351 
Money Supply (M2) (7) 10) 239430 22,001 24 ,452 (2) (gy 
Consumer Price Index (1975 - 100) ‘ 201.9 231.6 ¢ 260.3. 
Production Prices Index 

(1975 = 100) (10) 218.8 249.3 275.467) (8) 
Prime Bank Rate (7) 17.0 18.0 16.0 


Balance of Payments and Trade 
Exports Excluding Gold, FOB 11,016 9,331 3 4,691 
Gold Exports (11) 9,591 7,937 . 4,756 
Exports to the U.S. 2,435 1,959 N.A. 
Imports (FOB) (11) 20,828 16,564 ‘vers 
Imports from the U.S. 2,901 2,360 1,060 
Trade Balance -221 704 2,756 
Current Account Balance -4,256 -2 ,686 Shs 1,439 
Basic Balance -3,636 -890 i 1,266 
Gold and Foreign Exchange Holdings 4,261 35522 3,408 

Of Which Gold at the Reserve Bank‘12) 3,673 3,044 3,019 
U.S. Direct Investment ($US Billions, 

Book Value) (2) (11) 256 Zao ; N.A. 


Public Finance 
Treasury Receipts (CY, except borrowing) 16,703 15,532 ‘ 8,564(13) 
Treasury Expenditures (CY, except 

debt redemption) 18,460 17 533 ‘i 9 ,624(13) 
Government Budget (deficit before 


financing) 1,757 1,819 


1,060(13) 
External Public Debt(7) 1,029 2,208 16 


2 
2 2,073 


6. 
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Notes on Exchange Rates and Data Sources: Rand values have been converted into dollars 
at average exchange rates (1981 - R1.00 = $US 1.15; 1982 - R1.00 = SUS 0.92; first 

half of 1983 - R1.00 = SUS 0.92), except for "end of period" data. Primary statistical 
sources are the South African Reserve Bank and the Central Statistical Services. 

Data for Namibia and the "independent homelands" are included in South African 


statistics. Data are subject to revision and therefore may not appear as previously 
published. 


Notes to Table: (1)percentage changes are calculated on rand data to eliminate the 
effects of exchange rate changes; (2)first six months; (3)second quarter data at 
seasonally adjusted annual rate; (4)does not include Namibia; (5)physical volume; 
(6)annual average; (7)end of period; (8)seasonally adjusted; (9)April (10) average 
for year; (11)U.S. data; (12)gold reserves are valued at 90% of recent average 
London gold fixings; (13)first half of FY 83/84. 





SUMMARY 


The cyclical economic downturn which began in late 1981 has 
continued and deepened in 1983. After more than one percent 
negative real economic growth in 1982, an additional fall of 
more than three percent appears likely in 1983. 1982 was the 
first postwar year in which South Africa suffered a real drop 

in economic activity. There are signs that the recession will 
bottom in 1983, and an upturn is expected to begin the following 
year. The worst drought in memory led the economic decline in 
1983. Normally a net food exporter, South Africa imported some 
two million tons of corn in 1983 as the harvest of the country's 
most important agricultural commodity fell to one-third of 
"normal." 


Industrial relations have been less troubled in the first 
half of 1983 than they have been in recent years. This 
development has been the result of recessionary conditions 
moderating labor demands and possibly improved industrial 
relations and conciliation mechanisms. Unemployment has 
grown substantially in 1983 and employment has dropped. 


Employment should pick up in 1984, but unemployment may 
continue to grow. 


The rate of consumer price increases has moderated as the 
recession continues, and the authorities have declared 
reduced inflation the highest priority national economic 
policy goal. Nonetheless, the average rate of increase in 
the Consumer Price Index will remain in double digits in 
1983, for the tenth consecutive year. Inflation should 
moderate further at least in early 1984 but is unlikely to 
dip below 10% for the year as a whole. 


In 1983, the current account of the balance of payments 
continued the improvement begun late the previous year, 
primarily as the result of reduced imports. The current 





account should continue to accumulate surpluses through 
most if not all of the coming year. The rand is likely 
to appreciate from its record low reached in October 1983 
when the gold price fell below $390 per ounce. 


The level of American/South African trade fell considerably 
in 1982 though the U.S. still recorded a favorable balance 
of $400 million. Limited South African statistics indicate 
the United States fell to second place as a supplier country, 
and to third place as a buyer of South African exports. 
South Africa, nonetheless, remained second only to Egypt 

in Africa as a market for American goods in 1982. The 
export-led South African recovery, now expected to develop 
in mid to late 1984, will increase import demand, especially 
for capital goods, though the investment cycle will lag 

the general recovery. 


DOMESTIC PRODUCTION AND EXPENDITURE - Continued Negative Growth 


In real terms, Gross Domestic Product continued to fall in 
the first half of 1983. Following a decline of about 1.2% 
in 1982, real GDP will decline by another 2 to 4% in 1983, 
marking the worst South African economic performance in the 
postwar period. Real GDP fell in the second quarter of 1983 
for the sixth consecutive quarter. Though the non-agricultural 
sectors managed a small (0.7%) increase in production, after 
five quarters of negative growth, the effects of the worst 
drought in living memory showed up in a 24% decline in the 
real output of agriculture. The positive non-agricultural 
growth recorded in the second quarter originated almost 
entirely in the trade sector. Manufacturing and non-gold 
mining continued to decline. Despite developments in the 
real economy, local business confidence is apparently 
improving substantially. 


The current economic downturn has recently affected the 
production side of the economy more than expenditure. Both 
private and government consumption expenditure rose in real 
terms in the first half of 1983, having declined in the 
preceding six months. Real investment in fixed capital spurted 
upwards by almost 7% in the second quarter of 1983 (seasonally 
adjusted annual rate), mainly because of new aircraft 
deliveries to the South African Transport Services. This 





reversed the trend of the previous three quarters, and 
followed immediately on a drop of over 10% in the first 
quarter of the year. Inventory liquidation, which began 

in mid-1982, continued but at a reduced pace. A combination 
of generally rising leading economic indicators since 
mid-1982 and several recent months of stable coinciding 
indicators has led many to a tentative conclusion that the 
domestic recession may be bottoming out, if it has not 

done so already. 


AGRICULTURE 


Over the past two decades agriculture has contributed a 
steadily decreasing share of GDP; while the economy as a 
whole grew at an average of about 4.5% annually, agricultural 
production increased at an average of about 2.5%. Agriculture 
represented only 6% of 1982 GDP. Caught in the grip of the 
most serious drought in decades, agricultural output fell 

by 8% in 1982 and may drop by as much as another 25% in 1983. 
The 1983 harvest of corn, South Africa's single most 
important agricultural commodity, will come in at about 

3.3 million metric tons, about one-third of an historical 
"normal" yield. Over two million tons of corn, normally 

an export, will be imported in 1983. Other summer crops 
have suffered similarly, but meat production has increased 
dramatically as farmers reduced herds due to inadequate 
pastures. A recent recommendation by a government-sponsored 


commission to introduce corn planting quotas for supply 

to the domestic market, if accepted, could end the customary 
situation of large corn exports at a loss, but could also 
provoke overproduction of other agricultural commodities. 


Early summer rains in South Africa have been widespread, but 
for agriculture to recover entirely, an above average 

rainfall over the rainy season will be necessary. Early 

rains appear to have saved the wheat crop, which will probably 
be only slightly lower than normal. As grazing conditions 
improve, farmers will restock their herds, reducing the 

number of cattle available for slaughter. 


The country's dam levels remain verylow as soft and soaking 
early rains replenished soil moisture but provided little 
runoff. Water rationing both to households and to industry 
remains a possibility in early 1984. 





MANUFACTURING 


Manufacturing industry has represented just under one-quarter 
of GDP in recent years. The index of the physical 

volume of production has fallen off steadily after peaking 
in late 1981. By June 1983, the overall index had fallen by 
almost 9% from its already reduced level of one year before. 
Of major manufacturing industries, textiles and clothing, 
basic iron and steel, non-electrical machinery, and motor 
vehicles suffered the largest declines. Only paper, 
printing, and publishing, and electrical machinery, among 
major industries, have experienced improvement over the 
course of the year. More generally, during the first half 
of the year, production of non-durable goods increased 
somewhat while durables production fell off. Overall 
production capacity utilization continued to fall, to 

84% by mid-year, its lowest level since the middle of 1978. 
Investment outlays and employment in manufacturing declined 
through the first half of the year. 


Some 25% of manufacturing inputs are provided by the 
agricultural sector. Continued drought would thus impact 
on industry indirectly through agriculture as well as 
threaten industrial water and electricity supplies. 


MINING 


Though mining is less than 15% of total GDP, gold bullion 
sales alone account for close to 50% of merchandise exports; 
if Krugerrands are included, the proportion rises to over 
half. Through September, the output of South Africa's gold 
mines was up almost 3% over the same period of 1982, to 

511 metric tons. The gold price, however, has been falling 
during the year, from an average of over $425/ounce in the 
first quarter to less than $390 by the end of October. 
Three gold mines received state financial assistance in the 
first half of the year. A sustained low gold price with 

a strong rand would put additional mines in a tight spot, 


but the program of state assistance to marginal mines may 
be phased out in 1984. 


In the first half of 1983, production of most non-gold 
minerals also increased significantly, with the important 
exceptions of iron and manganese ore (down 48% and 51% by 





volume, respectively). The total value of non-gold mineral 
sales in the first six months of 1983, the great bulk of 
which are exported, was up a little more than 5% in rand 
terms over the same period in 1982. 


POPULATION AND EMPLOYMENT - Unemployment Continues to Increase 


Based on the 1980 census and more recent studies, the 
estimated population of South Africa, including the 
"independent" homelands, was just over thirty million in 
mid-1983. Black South Africans represent about 70% of the 
total and nearly the same percentage of the employed labor 
force. Most of the economically active black population 
and virtually all members of other racial groups participate in 
the country's sophisticated modern sector. The remaining 
black population is largely dependent on subsistence 
agriculture and remittances received from those employed in 
the modern "white" economy. 


Even in the continuing recession, South Africa suffers from 
a shortage of skilled manpower; recently some 60% of 
manufacturers responding to a private survey reported that 
lack of skilled labor is a production bottleneck. 
Co-existing with the perennial insufficiency of skilled 
labor, there has also been serious unemployment among the 
(largely black) unskilled labor force. Removal and 
reduction of impediments to black geographical and vertical 
labor mobility as well as stepped up private and public 
efforts to improve black education and training have been 
noteworthy, but these measures alone cannot overcome the 
problem because they simply do not go far enough. 


It has been estimated that an annual real economic growth 
rate in the range of 4-6% is needed to absorb new entrants 
in the job market, but negative real growth last year and 
in 1983 has resulted in rising unemployment and decreasing 
employment. Though less than 2% in June 1983, registered 
unemployment among whites, Asians, and coloreds is almost 
triple its recent low point of less than one percent in 
mid-1981. Black unemployment is not accurately measured 
and may be in the neighborhood of thirty percent. In the 
homelands, the situation is worse. Between 1977 and 1982, 
real GDP rose by 20% while there was only a 7% increase in 
job opportunities created. A trend in increasing capital 





intensiveness took place while salary and wage rates rose 
rapidly and negative real interest rates were the rule. 


During 1981, average employee salaries and wages increased 
by just over twenty percent. The following year's rise 
was just over eighteen percent. By the second quarter of 
1983, average non-agricultural wages had fallen slightly 
below those of late 1982 in real terms, in line with weak 
labor demand occasioned by recession. 


Organized black labor was accorded legal status in 1979. 

It is estimated that some 500,000 black workers had been 
unionized by mid-1983. The emerging black unions have 

thus far generally, but not uniformly, preferred 
negotiating at work site and company level, where they have 
relatively greater strength, than in the officially 
sanctioned industrial council apparatus. In 1983, the 
country's mining industry for the first time extended 
recognition to a black union. 


After increasing significantly in 1982, the number of 

strike actions in the first half of 1983 fell off dramatically, 
probably as the combined result of the recession and 

improved conciliation mechanisms. In the first half of 

1983, there were 57 strikes and 6 other work stoppages. 

They involved 9,664 workers and 157,740 man-days lost. 

All of the strikers were black and nearly all strikes 

were technically illegal. By comparison, during the first 
half of 1982, there were 182 strikes with a total loss of 
862,870 man-days. 


MONEY AND PRICES - Inflation Easing 


With the current account of the balance of payments moving 
towards surplus in late 1982, the authorities identified 
inflation as South Africa's most pressing economic problem. 
The fight has focused on monetary and fiscal restraint, 
more prominently the former. The Reserve Bank has not 

yet developed monetary aggregate targeting but may do so 

in 1984. In the meantime, controlling the money supply 

has proved very difficult. Part of the problem is due toa 
mixed "liquid asset" (designated short-term debt instruments) 
and cash banking reserve base. "Liquid asset" reserve 
requirements have been reduced and eventual transformation 
to a purely cash reserve system will improve the monetary 
tools of the Reserve Bank. 





Monetary policy through most of 1983 can be divided into 
two phases. During the first half of the year, the 
Reserve Bank allowed interest rates to fall (from an 
October 1982 peak in prime rate at 20% to 14% in March 1983) 
in view of a high gold price, an associated surplus on the 
current account, and relatively low nominal interest rates 
abroad. The demand for commercial bank credit accelerated, 
and the central government had temporary recourse to bank 
credit to finance its budget. Ml surged 14% in the second 
quarter. Subsequently, outflows on the capital account 
and a falling gold price resulted in a policy decision 

to tighten up the capital market. Prime rate reached 18% 
in mid-August, but pressure for a further rise has been 
resisted by extensive accommodation to a tight market by 
the Reserve Bank. 


For largely cyclical reasons, the rate of rise in the Consumer 
Price Index has slowed in 1983. The September rise of 

10.9% on a year-on-year basis was the lowest monthly rise 

in almost five years. The September figure resulted from a 
reduction in the administered prices of liquid fuels, the 
September 1982 one percent hike in general sales tax 

falling out of the twelve month statistics, as well as 
cyclical forces. For 1983 as a whole, the average inflation 
rate may dip just below 12%, but a double-digit inflation 

rate for the tenth consecutive year is certain. 


If inflation cannot be reduced significantly before the 
economic upswing expected to develop in 1984, a very 
dangerously high rate may accompany the next growth period 
and result in an inflation/depreciation spiral. An attack 
on the structural causes of inflation is called for, and 
government appears to be considering that approach. 


GOVERNMENT FINANCE - On Course But Shaky 


The South African Government's fiscal year runs from 

April 1 through the end of March. Total FY 82/83 spending 
was up to 15% on the previous year and 5% above the original 
budget target, in which expenditures were to have been less 
than the rate of inflation. Budget expenditures for the 
current fiscal year are scheduled to rise by 10.3% over 

FY 82/83, to 21.2 billion rand. Major expenditure increases 
were slated for agriculture, defense, law enforcement, and 
black affairs (through the Department of Cooperation and 
Development). 
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Through the first half of FY 83/84, official statistics 
show a budget deficit of just about half the 2.1 billion 
rand estimated for the full year. However, continuing 
demands for drought relief must be met, and an across-the- 
board civil service pay raise will cost something more than 
300 million rand in the final quarter of the fiscal year. 
On the revenue side, collections will be hurt by abolition 
of a 5% import surcharge (to be dropped by the end of 

CY 83 in accordance with South Africa's stand-by agreement 
with the IMF), declining taxable company earnings and 
relatively low wage and salary increases. The deficit 

may well turn out to be more than the 2.4% of GDP estimated 
in the budget documents. As long as the deficit is 
financed without net recourse to bank credit, a higher 

than estimated deficit should not have a serious 
inflationary impact. 


BALANCE OF PAYMENTS - Current Account Firm, Capital 
Account Uncertain 


During the first nine months of 1983, the trade account of 
the balance of payments recorded a surplus of just over 
four billion rand, compared with a two hundred million rand 
surplus in the first three quarters of the previous year. 
Though the rand value of exports declined, the decline in 
the value of imports was even greater. The worldwide 
economic recovery apparently was too modest in its early 


stages to significiantly affect exports. It now appears that 
there will be a current account surplus of at least one 
billion rand, and probably more, for the year as a whole. 
This will follow a three billion rand deficit in 1982 and a 
record deficit of over three and a half billion rand in 1981. 
Earlier estimates of a two billion rand surplus in 1983 

have been revised downwards because of the approximately one 
billion rand foreign exchange cost of the persisting drought. 


Following the abolition of the "financial" rand (the 

currency unit that had been used by non-resident investors) 

in February and the simultaneous end of foreign exchange 
controls on non-residents, a combination of a strong rand, 
relatively low investment yields in South Africa and elimination 
of the automatic discount on the financial rand led to a net 
sell off of R735 million worth of foreign-owned shares listed 

on the Johannesburg stock in the first half of 1983. The 





proceeds from major foreign direct investments purchased by 
South African interests will appear as outflows in the 
capital account later in the year. 


Exchange controls on South African residents remain, 
resulting in liquidity build-ups with gold price rises 

‘ and liquidity flowing out of the economy with price drops. 

The authorities intend to relax remaining exchange controls 

at some time in the future. 


In September, the authorities for the first time allowed 
the country's mining houses to hold their dollar earnings 
offshore (for one week) to improve the functioning of the 
foreign exchange spot market. The Reserve Bank no longer 
quotes a "guiding" rate but intervenes in the market to 
reduce excessive volatility. The early experience with the 
new scheme has seen only moderate Reserve Bank intervention 
in the market, and all participants appear pleased with 
progress so far. 


During the first half of 1983, the rand depreciated by 2% 
against a strong dollar while it appreciated significantly 
against other major currencies, resulting in the effective 
exchange rate appreciating by 1.4% during that period. With 
a fall in the price of gold well below $390 an ounce in late 
October, the rand nosedived to an historic low. A low rand 
is, of course, good for exporters, the gold mines in 


particular, but bad for importers and those who would fight 
inflation. 


In November 1982, South Africa was accorded IMF facilities 

in the amount of one billion SDR. With rapid improvement 

in the country's balance of payments, only SDR 795 million 
had been drawn when South Africa announced that it would make 
no further drawings and repay the drawings already made 
earlier than called for if economic developments permitted. 
As a gesture to the IMF, South Africa had prepaid SDR 50 
million by October 1983. 


OUTLOOK - Upturn Possible in 1984 


South Africa has an "open" economy; in recent years, exports 
have been almost 30% of Gross Domestic Product while imports 
have averaged just about a quarter of Gross Domestic 
Expenditure. Cyclical swings in South African economic 





activity lag those of the country's major (industrial) 
trading partners as it is an exporter of primary products 
(mostly minerals) and an importer of capital goods. 


The next cyclical upswing will depend upon the strength 

and duration of the economic recovery in the United States, 
Europe, and Japan. It now appears likely that the South 
African economy will begin to feel the beneficial effects of 
worldwide recovery in mid to late 1984 as demand for the 
country's primary commodity exports picks up and income 
generated subsequently filters through to the components 

of aggregate domestic demand. Until that time, domestic 
demand cannot be expected to contribute substantially to 
economic recovery. Underutilized domestic production 
Capacity will retard new fixed investment; low wage and 
Salary increases will depress private consumption; 
government activity is likely to be restrained to combat 
inflation; but an end to the inventory destocking cycle may 
provide some early stimulus as depleted stocks are rebuilt. 


A second important, and largely imponderable, factor in the 
timing of the domestic recovery will be the course of the 
gold price as gold accounts for more than half of South 
Africa's commodity exports. 


A third, and also imponderable factor will be the adequacy 

of rainfall in the present summer rainy season. Normal 
rainfall could increase agricultural output by as much as 

25% over the 1983 drought-depressed level. Alternatively, a 
third consecutive dry season would not only hurt the 
agricultural sector badly but could force water rationing 

in mining and industry. Reasonable assumptions regarding 

the three major variables indicated lead to a forecast of 
around 3-4% real economic growth for 1984, which would return 
the economy to about its 1981 level of output. 


Export-led growth will create new job opportunities, but 
whether the new jobs will absorb all new entrants into the 
labor market is very questionable. In any case, the supply 

of skilled manpower will remain short. During 1984, employment 
will rise, but unemployment will probably grow as well. 


Continued commitment to fiscal restraint and better control 
of the money supply, combined with cyclical factors, should 
reduce the rate of increase in the Consumer Price Index at 
least well into 1984. The twelve-month rate of inflation 
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may even fall into single digits for a short time. Expected 
rises in the price of meat and electricity and transportation 
tariff hikes will act in the opposite direction. Renewed 
wage and salary demands associated with economic recovery 

and a probable inability to tackle successfully major 
structural causes of inflation make it likely that the 
average inflation rate in 1984 will again be above ten percent. 
A growing current account surplus with depressed demand for 
credit should take pressure off of interest rates, leading 

to their decrease until recovery results in increased import 
demand and generally greater credit requirements. 


A continuing low demand for imports and growing demand for 
South Africa's exports will produce a greater current account 
surplus in 1984 than will be realized this year (depending, 

of course, on the gold price). The gold price (and through 

it the current account as well to some degree the capital 
account) and the international value of the dollar will 
determine the rand exchange rate. Given the record low value 
of the rand against the dollar in late 1983, some appreciation 
of the rand in 1984 is almost certain. 


Fiscal and monetary policy are likely to remain cautious, 
awaiting natural economic forces to lead to economic 
recovery. Artificial stimulation would exacerbate the 
already troubling high rate of inflation. Emphasis will 
continue to be placed on the freer play of market forces. 
A strong balance of payments and reserves position will 


allow consideration of further exchange control relaxation, 
and gradual shift to a purely cash based banking reserve 
system will permit better control money aggregates. The 
threat of a larger than expected deficit in government's 


budget may force tax increases and/or greater than budgetted 
loan undertakings. 


IMPLICATIONS FOR THE UNITED STATES 


South Africa continued to be the largest American market in 
sub-Saharan Africa in 1982, accounting for almost one-quarter 
of American exports to the continent, though in dollar terms 
the value of U.S. exports declined by nineteen percent. 
Through the first half of 1983, South African imports from 
the United States declined by 23% compared to the first half 
of 1982, reflecting both dollar strength and depressed import 
demand caused by South Africa's most severe recession since 
the Second World War. 





According to incomplete South African trade statistics 
(which do not include such important but sensitive goods 

as gold, platinum, armaments and petroleum), the United 
States in 1982 fell from first to second place among sources 
of South African imports, behind West Germany. In the same 
year, the United States dropped from first to third place 

as a buyer of South African exports, following the United 
Kingdom and Japan. In total bilateral trade, however, the 
United States remained South Africa's most important 

trading partner. 


On the assumption that early good rains continue through 
the South African rainy season, which began’ in October, 
the country will resume its normal pattern of exporting 
food in 1984, and the unusual situation of importing some 
two million tons of corn in 1983 (much of which originated 
in the United States) will not recur. Though it now appears 
likely that South Africa will enjoy a real growth rate in 
the neighborhood of three to four percent in 1984, renewed 
import demand will lag the general recovery somewhat. The 
next upswing in the investment cycle will lag still further 
as existing production overcapacity will be utilized 

before new investment is made. 


South Africa exhibits characteristics of both First and Third 
World economic structures. With the resumption of real 
economic growth in 1984, which is likely to continue for 

some time thereafter, the country's First World economy will 
become increasingly sophisticated and seek opportunities 

to acquire technology transfers in the form of licensing 
arrangements and joint ventures. The mining industry has 

been depressed by recessionary conditions abroad, and 
investment in agriculture has been suppressed by two 
consecutive years of serious drought. Renewed foreign demand 
for South African minerals should take off fairly soon, 
leading, in turn to increased capital expenditure. 

An end to the drought will similarly unleash important 
investments in agriculture postponed as farm incomes were 
devastated during the past two years. As South Africa returns 
to its customary status as a food exporter and because of 
increasing domestic consumption, food processing and packaging 


will become an increasingly attractive field for American 
exporters. 
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The market for computers stagnated in 1983. Prospective 
customers for data processing equipment and software 

should be in a better financial position to meet their 
requirements in this area, dominated by U.S. suppliers, 

from 1984 onwards. The market for medical equipment, 
especially late generation innovations, often available 

only from the United States will continue to be promising. 
Industrial process control equipment will be a good market 

for U.S. exports as economic recovery develops in South Africa. 


The market in telecommunications will be generally good, 
but U.S. exporters will face very tough competition from 
established Swedish, Dutch and German suppliers. South 
Africa is also a good market for metalworking and machine 
tools, but at this time Far Eastern suppliers such as Japan, 
Korea and Taiwan enjoy a competitive pricing advantage. 


AMERICAN BUSINESS PRESENCE IN SOUTH AFRICA 


Consistent with a worldwide decline, the book value of 
American direct investment in South Africa fell in 1982. 
Having increased for several years running, largely through 
locally retained earnings, the total value of such investment 
in South Africa fell from about $2.6 billion at the end of 
1981 to $2.5 billion at the end of the subsequent year. 


There are approximately 330 affiliates of American companies 
now operating in South Africa. U.S. companies continue to 
show interest in increasing existing investments or investing 
in new ventures in the country. These investments are 
principally attempts to capitalize more fully on markets 
previously treated only as export markets or to secure markets 
against protectionist measures. 


American companies considering investment in South Africa 
should take into account the effect of unique economic and 
political circumstances here, including the system of legalized 
racial discrimination, on the prospects for long-term 
stability. Potential and present American investors should 
also give careful consideration to relations with their black 
work force. The U.S. Government strongly urges U.S. firms to 
assume responsibility for the adequacy of worker compensation 
to permit decent standards of living for all employees. It 
supports the Sullivan Principles, which call for fair and 





equal treatment of all employees, advancement of black 
workers and assistance with community development to 

improve the quality of life of black employees. The U.S. 
Government believes that all American companies in South 
Africa should voluntarily adhere to the Sullivan Principles. 
We believe that efforts by the Sullivan signatory companies 
to improve the conditions of their employees have been 

both highly laudable and successful. 


SPECIAL MARKETING CONDITIONS 


While the United States maintains normal commercial 
relations with South Africa and U.S.-South African trade 

is generally unrestricted, the U.S. strictly adheres to the 
UN Arms Embargo, which prohibits sales of arms, ammunition, 
military equipment and some specialized machines and tooling 
to South Africa. In addition, a validated export license is 
required for the export to South Africa of aircraft and 
certain U.S.-origin commodities, parts, components, and 
technical data for military and police entities, and 
computers for certain government consignees (per the U.S. 
Export Administration Regulations). These requirements 

were most recently revised in March 1983. U.S. firms 
selling in South Africa may wish to consult the Department 
of Commerce, the U.S. Embassy or Consulates General in South 
Africa regarding the current regulations. Provision of 


nuclear related goods or services are controlled by 
Department of Energy regulation 10 CFR 810. 


The Export-Import Bank of the United States (EXIMBANK) does 
not make direct loans to South African buyers of U.S. goods 
and services. EXIMBANK may guarantee loans for South African 
purchases of U.S. goods and services, subject to the conditions 
of Section 1 (b) 8 of the Export-Import Bank Act of 1945 as 
amended (the Evans Amendment). However, no new EXIMBANK 
guarantees have been approved since the end of 1978. The 
State Department established a new procedure for granting the 
certification required by the Evans Amendment in 1982. 
Applications for certification are available from the State 
and Commerce Departments and the Embassy and Consulates 
General in South Africa. 





Further information on trading with and investing in 
South Africa is available in the U.S. Department of 
Commerce's Overseas Business Report, "Marketing in South 
Africa". 


Standard commercial assistance and guidance in employment 
practices for South Africa are available from the U.S. 
Embassy and Consulates General in South Africa and from 
the U.S. Departments of State and Commerce in 

Washington, D.C. 
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When is an export license necessary? 
When is it not necessary? 
How do | obtain an export license? 
What policies are followed in consider- 
ing license applications? 
How do | know when the policies 
change? 
Are there restrictions on exports to cer- 
tain countries? 
Are restrictive trade practices and boy- 
cotts prohibited? 

e Do | need a license to ship technical 
data? 

e Where can | obtain help? 


At no additional cost, subscribers receive 
supplementary Export Administration Bul- 
letins which explain recent policy changes 
and provide replacement pages to keep 
your set of regulations up-to-date. 


Use the order blank below to begin your sub- 
scription to the Export Administration Reg- 
ulations 


SUBSCRIPTION RATES 


In the United States $ 95.00 
To foreign countries $118.75 


All Bulletins sent first class to both 
foreign and domestic addresses. Air- 
mail service not available. 
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Looking for 
an overseas 
BUYER? AGENT? 
DISTRIBUTOR? 


To receive a free 
Trade Lists index 


Find one or find out about 


the full range of Com- 


in the New merce export aid 


products, write 


Commerce to Commerce in 
Depar tment : iy 4 Washington, D.C. or 


contact your nearest 


Trade L ist Commerce district office. 
for The Washington address is: 


Computers and U.S. Department of Commerce, 


International Trade Administration, 


Peripherals Trade Lists, Room 1324, 
Washington,D.C. 20230. 


Trade Lists: The indispensible overseas marketing tool 
Trade Lists: Names and addresses of overseas buyers, agents, distributors 
Trade Lists: Names provided by U.S. Government foreign commercial officers 


Ask about some of the other Commerce export aid products such as credit reports on 
overseas companies, foreign market research surveys, agent searches and computer database 
retrievals. 





WHO, ME? EXPORT? 


YES, YOU! 


You don’t have to be a big corporation to sell your 
products overseas. If you’ve been successful in 
the domestic market, chances are good you could 
do well in the world markets—and reap the profits. 


BUT HOW DO | START? 


That’s a good question. We have a 

handy, step-by-step guide book with the 

answers. Just send us the coupon below, 
and we’ll show you how to begin. 


WHY DOES THE GOVERNMENT 
WANT TO HELP ME? 


Exporting means greater profits and 
increased company growth for American 
businesses—your business. It also 
creates jobs for Americans, contributes 
to a healthier economy, and strengthens 
our international trade position. 
Exporting is not only good for you—it’s 
good for America. 


SEND FOR YOUR COPY OF 
A BASIC GUIDE 
TO EXPORTING TODAY! 


U.S. DEPARTMENT OF COMMERCE 


INTERNATIONAL TRADE 
ADMINISTRATION 


ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 
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